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are two answers to such criticism. One is common to all
abstract thought and teaching. From the centres of learning
there flows a stream of knowledge which filters through the
schools and the libraries into the thoughts and conversation of the
masses of the people, correcting their judgements and shaping
their actions in a million ways. It is as difficult to demon-
strate the effect upon the welfare of the people of the discovery
of Boyle's Law as of the enunciation of the Law of Increasing
Returns. Yet no one doubts that it is in the highest degree
useful to all classes that the study of physics shall proceed. The
other answer is that in certain notable instances it is possible
to trace with the utmost clearness the influence of a group of
ideas promulgated by more or less abstract thinkers upon legis-
lation and upon the well-being and activities of large numbers
of people. It is with the growth and influence of these major
doctrines that this section is concerned. It will not pretend to
be a history of economic thought, but merely an account of
those theories which have played the largest part in shaping
economic policy.

The roots of mercantilism

In the mind of the student of economic history Europe
emerges from darkness in the Middle Ages as a homogeneous
mass of partly free, partly enslaved, peasants, satisfying almost
all their wants by their own labour under the rigid control of
feudal custom. There is but little specialized industry and there-
fore but little trade. Markets and fairs are held in which com-
petitive trading proceeds under moderate regulation in a few
specialized products of the towns. The buyers are the feudal
overlords and their retainers. A small quantity of silver money
is issued by the kings and the petty rulers, and circulates slowly
in a narrow sphere. But the vast majority of the people are not
concerned with money or exchange. They grow their own food,
make their own clothes, build their own cottages and cattle-
sheds, make their own furniture, and cut their own fuel. Even
the wealthy receive their rents in labour or in kind. Apply to
these times the greater part of modern economic theory and it